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BURUNDI: 


1 


KEY ECONOMIC INDICATORS 


(Millions of Burundi Francs except where otherwise noted) 2 


INCOME AND PRODUCTION 
GDP at Current Market Prices 


GDP at 1970 Factor Prices 
Primary Sector 
Secondary Sector 
Tertiary Sector 


Per Capita GDP (in dollars) Est. 


GOVERNMENT FINANCE AND MONEY SUPPLY 


Ordinary Operating Budget 
Revenues 
Expenditures 


Ordinary Budget Surplus (Deficit) 


Extraordinary Investment 
Budget (expenditures) 

Money Supply (M,) 

Inflation Rate (%) 


OUTSTANDING PUBLIC DEBT 


Exterior Debt 
% Multilateral loans 
% Bilateral loans and Credits 
% Private and Commercial Loans 
and Credits 


Interior Debt 


Debt Service Ratio? 


BALANCE OF TRADE/PAYMENTS 4 


Exports and Reexportations 
(FOB Bujumbura) 
% Coffee 
Value of U.S. Market Share 
% Value of E.C. Market Share 
% Value of Asian Market Share 
% Value of CEPGL Market Share 


Imports (CIF Bujumbura) 
Value U.S. Market Share 
Value E.C. Market Share 
Value Asian Market Share 
Value CEPGL Market Share 


1982 


99,926 


26,802 
16,674 
4,021 
6,107 


252 


11,559 
12,211 


(652) 


4,491 


10,882 
4.7 


18,570 
54.5 
40.5 


5.0 


12,518 
7.01 


7,959 


89.4 
32.0 
42.5 
2.7 
3.1 


19,280 
5.3 
45.8 
28.0 
1.0 


1983 


103,228 


27,794 
17,712 
4,091 
5,992 


255 


11,168 
13,469 


(2,301) 


4,235 


13,019 
8.3 


33,871 
51.6 
41.6 


6.8 


15,624 
13.4 


PERCENT 
CHANGE PROJECTION 
1982/83 1984 


115,600 


28,435 
17,536 
4,140 
6,759 


257 


13,085 
15,030 


(1,945) 


3,310 


13,938 
8.0 


41,621 
53.0 
41.5 


3.5 
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PERCENT 
CHANGE 
1983/84 


+12.0 


+2.3 
-1.0 
+1.2 
+12.8 


+0.8 


Balance of Trade Surplus (Deficit) (11,321) 


Balance of Payments Surplus 
(Deficit) 


(10,959) (9,002) 


(2,877) 403 (1, 200) 


Net Foreign Exchange Reserves lease 2,482 1,840 


See page 13 for footnotes. 





INTRODUCTION 


Burundi is a small, landlocked and densely populated country in the 
central highlands of Africa. It is bordered by Rwanda to the north, 
Zaire to the west and Tanzania to the east. Burundi's location 
makes it dependent on the good will of its neighbors for much of its 
trade flow and results in high transportation costs for both imports 
and exports. Burundi's population of 4.4 million is growing at an 
annual estimated rate of 2.65 percent. The population density of 
156 people per square kilometer is one of Africa's highest. 


SUMMARY OF TRENDS 


Between 1978 and 1982, Burundi's real GDP grew at barely 2.1% per 
annum; its current account recorded growing imbalances; and public 
finances were characterized by a stagnant revenue base and rising 
expenditures. These difficulties resulted from a major 
deterioration in Burundi's terms of trade exacerbated by 
overexpansionary policies and an over-valued currency. However, the 
Government recently has implemented several corrective measures and 
policy changes designed to redress the imbalances and stagnation of 
the economy. These include: a major devaluation in November 1983; 
producer price increases to promote export growth; reductions in the 
overall budget deficit; efforts to improve the productivity of 
public and private enterprises; and a major conference of both 
bilateral and multilateral donors to reinforce a continued high 
level of foreign assistance to the country's development and 
investment plan. 


Gross Domestic Product (GDP) at constant 1970 prices witnessed an 
increase of over three percent from $298 million in 1982 to $308 
million in 1983. This was due to growth in primary sector output, 
which rose by six percent following good harvests of cash crops. 
The output of the secondary sector showed only slight advancement 
and the tertiary sector's output dropped. The outlook for 1984 is 
for a drop in primary production due to adverse growing conditions 
and only slight growth in the secondary sector. 


Public finances will continue to reflect the trends of previous 
years, with expenditures outstripping revenues. The overall deficit 
in 1984, however, should be reduced. Burundi's foreign debt grew 
noticeably in 1984 and will do so again in 1984. The debt service 
ratio is projected to be 17.8 percent in 1984. 


A large trade and current account deficit is expected to continue 
despite government efforts to restrict imports. During 1984 the 
capital account surplus is not expected to offset the current 
account deficit and the overall balance of payments deficit will 
further reduce Burundi's dwindling foreign exchange reserves. Gross 
official reserves levels are anticipated to represent only two 
months import coverage by the end of 1984. 





PRODUCTION AND INCOME 


PRIMARY PRODUCTION: The Burundi economy is predominatly 
agricultural with the primary sector contributing 57 percent of GDP 
(in constant factor prices) and 97 percent of exports in 1983. 
Climate is the critical variable in agricultural production: to much 
or too little rainfall can severely impact on output. 


Primary production can be divided into three subsectors. The 
subsistence subsector which includes food crops, animal husbandry, 
fishing and lumber, is by far the largest with about 80 percent of 
all primary production. Cash crops for export comprise the second 
subsector and consist primarily of coffee and some tea and cotton. 
The import substitution subsector is being developed mainly by the 
Government and foreign donors. This growing subsector include rice, 
palm oil, sugar cane, and cotton for local textile manufacture. 


SUBSISTENCE PRODUCTION: The subsistence subsector is the largest 
employer in Burundi, as approximately 94 percent of the population 
lives off of agriculture. Bananas represent almost half of total 
food crops, while beans, peas, cassava, sweet potatoes, and maize 
share most of the remaining output. Subsistence production 
increased by two percent during 1983 but is expected to decline 
sharply in 1984. Burundi's food crops were affected by inadequate 
and unevenly distributed rainfall during the long 1984 growing 
season. The extent of crop losses, particularly of beans and corn, 
is not yet determined but food deficits in parts of the country are 
anticipated. The decline in food production will have a 
corresponding negative impact on the future productive capacity of 
the country as food consumption and nutrition levels decline. 
Foreign donors, led by the United States, are responding to the 
situation with deliveries of emergency food supplies and stepped up 
assistance to food crop development projects. 


Animal husbandry is the third most important agricultural activity 
after food crops and coffee. Yet, production of meat and milk has 
generally been considered to be unsatisfactory. The Government 
hopes to increase production and build a new slaughterhouse during 
the Fourth Development Plan (1983-87), to meet the increasing 
domestic urban demand and to exploit the potential export market in 
neighboring states. In addition, a domestic market and small export 
market exist for the untreated hides. 


Fishing from Lake Tanganyika is an important source of protein. The 
annual catch has been declining since 1976 when it peaked at 20,000 
tons. In 1982, the last year for which figures are available, the 
catch was 8,130 tons. The causes behind this decline are uncertain 


but perhaps include a diversion of fish towards other areas of the 
lake or improper fishing techniques. 





Forestry output has been increasing slightly since the late 
seventies, but the priority is now on reforestation to control 
erosion and provide fuel wood. 


CASH CROP PRODUCTION: This subsector provided Burundi with more 
than 95 percent of its foreign exchange earnings in 1983, mainly 
from coffee exports. Coffee is cultivated almost exclusively by 
individual farmers on small privately owned plots. Burundi's annual 
export earnings from coffee determine most of the yearly 
fluctuations in Burundi's trade balance and GDP. The bumper coffee 
harvest of 1981 has not been repeated. The climate proved less 
supportive in 1982, and coffee production plummeted, but, by drawing 
on stocks, Burundi was able to supplement its exports. Production 
recovered during the 1983-84 coffee year, reaching about 35,600 tons 
of green (export quality) coffee. The outlook for 1984-85 is for 
23,500 tons of exportable production. This low level will have an 
adverse impact on farmers’ income, export earnings and GNP. 


Burundi's coffee output for the next five years is estimated at an 
average of 30,000 tons per annum. To increase coffee production, 
the Government of Burundi, in conjunction with OCIBU, the parastatal 
responsible for coffee purchasing and processing, has undertaken an 
extensive investment program. 


Two new coffee factories began operation in Bujumbura and Gitega 
during 1984. These have raised processing capacity and efficiency 
levels, and the processed beans will be of higher quality. In 
addition, OCIBU is intensifying its extension program, expanding the 
distribution of new seedlings to farmers, and offering a premium to 


farmers who supply quality coffee. These improvements are expected 
to increase Burundi's export revenues by three to five percent 
annually. 


In order to diversify exports and reduce dependence on coffee 
revenues, the Government has encouraged the production of other cash 
crops, notably tea and cotton. Tea is expected to earn twice as 
much foreign exchange in 1984 as in previous years and the 
medium-term outlook appears favorable. Cotton production has also 
been encouraged so as to provide exports and raw material for a 
local textile factory and an oil-seed processing plant. But cotton 
production has not increased rapidly, in part due to low and fixed 


producer prices and unavailability of required inputs such as 
fertilizers. 


SECONDARY PRODUCTION: The secondary sector received substantial 
investment during the Third Five-Year Investment Plan, and achieved 
a relatively high growth rate. The production gains, however, 
remained oriented towards import substitution of a few basic goods. 
The industrial sector remains severely constrained by the small 
domestic market, lack of export opportunities and scarcity of 
trained personnel. 





Despite the constraints, Burundi offers certain advantages for 
industrial development and provides incentives to both domestic and 
foreign investors. The Investment Code offers tax holidays, duty 
exceptions on selected imports, and, on paper at least, guarantees 


to foreign investors the possibility of repatriating fifty percent 
of distributed dividends or profits every year. 


Food processing dominates the manufacturing sector, with brewing 
being the single most important activity. Textiles, roofing 
materials, blankets, plastic bags, cigarettes and soap also 
experienced substantial growth in 1983. On the downward side, 
output of shoes, paint and matches declined significantly. Overall, 
the manufacturing sector grew in real terms by 10 percent in 
1983.The construction sector, however, slumped as infrastructure 
development, particularly of new roads, slowed down. The entire 
secondary sector, which grew at an annual rate of two precent in 
1983, is expected to grow at about the same pace through 1984. 


During the Fourth Development Plan (1983-87), the orientation of the 
secondary sector will continue to be toward import subsitution. 
Export promotion will be a secondary, medium-term objective as 
increased opportunities for trade arise. The new development plan 
will build upon Burundi's relative strength in the primary sector 
and will emphasize industries that exploit domestic raw materials. 
The aim will be to integrate primary and secondary production. As a 
result, food processing industries will be a major growth area. A 
new parastatal company has begun construction of a second brewery in 
the interior. A sugar refinery also is projected for construction. 
In addition, cheese, soft beverage, oil, and tea factories are 
slated for construction. 


The Government also intends to encourage domestic processing of 
Burundi's raw materials. To exploit the substantial deposits of 
carbonatite rock, the construction of a cement factory is 
anticipated. The Government is examining the feasibility of 
processing phosphate reserves into fertilizer to improve both cash 
and food crop cultivation. To transform sugar by-products into 
gasohol and pure alcohol, a distillery is envisaged. Another major 
investment project is a bottle factory, now complete, that will 
produce for the domestic beverage industry as well as for markets 
within the region. 


ENERGY: Reflecting government policy to stimulate development 
through increased energy consumption, especially in rural areas and 
industry, the use of electricity has increased by forty percent 


lHowever, as a consequence of the low foreign exchange reserves, 
investors have experienced, during the past two years, delays in 
securing approval for transfers from the Central Bank authorities. 





since 1977. A major hydroelectric project is under construction and 
when completed will reduce Burundi's dependence on imported 
electricity. In addition, the Government and USAID have attempted 
to promote peat production for energy use, and in 1978 a parastatal, 
ONATCUR (the National Peat Office), was created to extract and 
market peat. The impact of these efforts is still minimal. The 
major source of energy in Burundi remains wood or charcoal. 


The Rift Valley, of which Lake Tanganyika and the Ruzizi Plain are 
part, is now the object of intense geological research. Preliminary 
surveys have concluded that the geology of the area is indicative of 
hydro-carbon formation. The Government of Burundi is seeking 
financing or foreign investment for further petroleum exploration. 

A US oil company is negotiating an exploration agreement with 
Burundi. It is still impossible to predict whether significant and 
exploitable deposits are present. 


TERTIARY PRODUCTION: The tertiary sector experienced some growth in 
19 but declined in 1983. By far the largest component of growth 
was the modern services sector, particularly insurance and 
transportation. The Government has made development of tourism and 
an expanded hotel infrastructure priority objectives due to their 
potential foreign exchange value. Investment in this area includes 
construction of a major new hotel due to open in late 1984, 


GOVERNMENT FINANCE 


BUDGET: The Government of Burundi's annual budget consists of an 
ordinary budget covering recurrent and operating expenditures and a 


small extraordinary investment budget. The latter, approximately 
one third of total expenditures, covers proposed government 
investments in infrastructure and development programs. 

Highlighting the major role of the Government in the economy, both 
budgets have expanded rapidly over the past years, with expenditures 
reaching a total of 19 precent of GDP in 1983. However, the 
inability of revenues and grants to keep pace with the growth of 
expenditures has resulted in large budgetary deficits and the 
accumulation of payments arrears. The 1983 overall budget deficit 
was the largest ever, reaching approximately $51 million. Payment 
arrears reached $46 million. By carrying over these debts to 1984, 
the Covernment reduced its borrowing requirements but placed a heavy 
burden on its creditors. The decline in revenues is the result of 
numerous factors; famong them, a poor coffee harvest, a slowdown in 
business activities, and falling customs receipts due to import 
restrictions designed to conserve foreign exchange reserves. 


The annual budget for 1984 is directed at reducing the overall 
deficit and Government domestic financing requirements. The budget 
incoporates the effect of the November 1983 devaluation, which is 
expected to have a net positive impact on revenues. Current 
expenditures and new investment are tightly controlled and 





reductions in personnel costs are planned. Revenues and financial 
resources available for the combined 1984 budget are estimated at 
$160 million and expenditures of $180 million are authorized. The 
principal internal financing mechanism is loans or advances from the 
Central Bank. 


Although the Government has stated its intention to liquidate its 
payments arrears in 1984 it is unlikely to achieve this goal. 
Revenue projections appear overly optimistic and expenditures are 
likely to grow despite a curtailed investment plans. Continued 
accumulation of arrears and heavy recourse to Central Bank deficit 
financing are likely to be the norm. The Government is, however, 
attempting to increase the levels of foreign capital transfers, 
including official development assistance, private investment and 
overseas borrowing, particularly from multilateral sources, to help 
offset the investment deficit. 


DEBT: Since 1976 Burundi increasingly has resorted to foreign and 
domestic capital markets to finance its development program. 
External debt outstanding amounted to an estimated $240 million at 
the end of 1983, up significantly over the 1982 level of $200 
million. Foreign debt is expected to rise by an additional 20 
percent in 1984. Until recently, Burundi has been fortunate as the 
repayment rate has not kept up with the increase in disbursements. 
This is due to the fact that the greater proportion of Burundi's 
foreign borrowing is from international organizations and carries a 
long grace period and concessionary interest rates. Consequently, 
Burundi has enjoyed a relatively low debt service ratio, 7.01 
percent in 1982 and 13.4 percent in 1983. However, future debt 


service ratio is projected to rise to 17.8 percent. The sharp 
riseinthe debt service ratio is a source of concern in view of the 
difficult balance of payments outlook. The Government will have to 
ensure that a high proportion of future loans for financing 
development activities remains on concessional terms or face serious 
debt repayment difficulties. 


BALANCE OF PAYMENTS 


Burundi's balance of payments deficits widened gradually in the past 
several years, from 1.5% of GDP in 1978 to 8.3% in 1982. This 
deterioration was due both to a rapid increase in imports, 
reflecting domestic demand and the increasing overvaluation of the 
Burundi Franc, and the deterioration of Burundi's terms of trade 
because of sharp declines in international coffee prices. The 
balance of payments picture improved somewhat in 1983, due to a 
decline in imports caused by the government's policy of selective 
import controls, and larger capital inflows. 


The forecast for the 1984 balance of payments is not optimistic. 
Although the trade deficit is predicted to continue to lessen, a 
lower level of capital transfers is anticipated. The devaluation 





will have a positive impact on the trade balance over the medium 
term. Imports will be more costly, reducing demand; manufactured 
exports will be more competitive; and the exchange rate action has 
permitted the Government to raise producer prices for primary 
exports thereby creating incentive for production increases. A 
significant rise in the levels of foreign assistance and public and 
private capital flows will be required over the medium term if 
Burundi is to attain a viable balance of payments situation. 


EXPORTS: Burundi's exports consist almost entirely of primary 
products. Coffee comprised 89 percent of total export value in 1982 
and 87 percent in 1983. As a result, developments in domestic 
coffee output and world market prices have an enormous effect on 
Burundi's trade balance. In 1983, a mediocre coffee crop aggravated 
by a drop in manufactured exports led to a fall in total exports to 
$78 million from a 1982 level of $87 million. Burundi exported some 
24,800 tons of coffee worth $67 million in 1983. Cotton was 
Burundi's second earner of foreign exchange providing almost $3 
million. Tea exports declined both in volume and value, to $2.5 
million from $2.8 million in 1982. Exports of other primary 
products, which include rice, quinine, hides and meat, showed no 
growth in 1983. Manufactured exports, which comprised only three 
percent of total exports, declined as well in both volume and 

value. The poor performance of the subsector is explainedlargely by 
the competitive disadvantage resulting from the over-valued 
currency. Projections for 1984 forecast a 40 percent increase in 
the value of exports. The devaluation will increase the value of 
exports denominated in Burundi Francs in addition to making them 
more competitive. Also, the world price for coffee has risen to the 
highest level in recent years and is likely to remain high. The 
quality of Burundi's tea is improving and is expected to command a 
premium price. 


IMPORTS: Imports rose rapidly in 1982 in both value and volume, and 
declined slightly in 1983. The increase in 1982 was a consequence 
of Burundi's appreciated currency. Imports became relatively less 
costly, giving rise to increased demand. The strict imposition of 
import license controls in 1983 halted the rise in imports. The 
total value of imports in 1983 was about $193 million. Production 
inputs or intermediate goods accounted for 39 percent of all imports 
and were destined primarily for food processing and construction 
industries. Capital goods represented 35 percent of imports and 
grew significantly in value over 1982. Imports of capital goods 
were largely in connection with new development projects financed by 
foreign assistance, among them new coffee processing factories and 
hydroelectric installations. Consumer imports were the category 
most affected by import controls and dropped dramatically in 1983. 
The severest restrictions were imposed on private vehicles, 
processed foods, beverages and household items. The Government will 
almost certainly keep the restrictive import policies in place 
throughout 1984. 





Consequently, the volume of imports is expected to decline 
although the value will rise slightly as a result of the 
price effect of the devaluation. 


DIRECTION OF TRADE: The markets for Burundi's principal export, 
coffee, have shifted dramatically. The U.S., which historically 
bought about half of Burundi's coffee, has reduced its purchases to 
36 percent of Burundi's coffee in 1982 and only two percent in 

1983. Increased purchases by the countries of the EEC have 
compensated for the decline of U.S. coffee purchases. EEc countries 
bought 89 percent of the 1983 coffee exports. The shift towards EEC 
seems to have occurred for purely economic reasons; European traders 
are offering the highest prices. The trend has been reinforced 
during the first half of 1984. 


The EEC countries are the predominant source of Burundi's imports, 
accounting for slightly less than half of the total. These 
countries supply Burundi with most of its manufactured products, 
production inputs and consumer items. Imports from Asia include 
petroleum products from Iran, vehicles from Japan and Consumer items 
from China. Products of Asian origin made up 26 percent of 
Burundi's 1983 imports. Exports to and imports from Burundi's 
partners (Rwanda and Zaire) in the regional Great Lakes Economic 
Community (CEPGL) constitute only a small portion of total trade. 
Rwanda and Zaire are, however, the principal markets for Burundi's 
manufactured exports. 


The U.S. increased its share of Burundi's imports, from five percent 
to nine percent in 1983, to become the third largest supplier. The 
majority of the imports from the U.S. is made up of food provided 
under USAID and UN assistance programs and other aid commodities of 
all kinds. Actual sales of U.S. products to Burundi amount to less 
than one-third of the total 1983 figure of $18.8 million. Sales 
include construction machinery, air conditioners, electrical 
equipment and used clothing. Exports to the U.S. were only 

$1.6 million. Thus, for the first time in recent years the U.S. had 
a positive trade balance with Burundi. 


NET FOREIGN RESERVES: The sustained balance of payments decline 
Since 1981 has led to a steady fall in official international 
reserves. These were about $14 million at the end of 1982, and 
gross official reserves represented coverage for only nine weeks of 
imports. At the end of 1983, as-a consequence of the policy of 
import control, net official reserves increased to about $27 
million. However, 1984 has again witnessed a steady decline of 
foreign exchange holdings. The forecast for the end of the year is 
for net reserves to be about $16 million, with gross reserves 
sufficient to cover only two months of imports. In response to the 
situation, the authorities of the Government of Burundi are 
preparing a stabilization and readjustment program which could be 
supported by the IMF through a stand-by agreement in the upper 
credit tranches. The most important element of the program, the 





exchange rate readjustment, is already in place. Discussions with 
the IMF on other elements are expected to continued through 1984. 


U.S. INVOLVEMENT IN BURUNDI 


Scope exists for increased U.S. economic involvement in Burundi. A 
Bilateral Investment Treaty is under negotiation in an effort to 
provide a framework of guarantees for American investors seeking 
opportunities in Burundi. Given the mixed nature of the Burundian 
economy, most direct investment and trade will be conducted either 
when the Government realizes it will have to rely on foreign 
technical and financial assistance in order to achieve its 
investment objectives, and it is encouraging foreign private sector 
involvement to complement official development assistance. 


The greatest investment opportunities will be found in the primary 
sector, especially as the Government encourages its growth during 
the Fourth Development Plan. Strong growth in agriculture, if 
attained, can also stimulate domestic demand for manufactures and 
provide the raw materials for food processing industries. 
Industries geared to providing the inputs necessary for agricultural 
development hold potential promise. These include production of 
agricultural implements, fertilizers and pesticides. Extractive 
industries for exploiting Burundi's considerable deposits of 
minerals -- among them nickel, bastnaesite, cassiterite, phosphates 
and alluvial gold -- all hold potential for American investors. 
Petroleum exploration may also take place in the near future. 


Trade opportunities also exist. Burundi has a considerable annual 
requirement for agricultural products including sugar, malt, wheat 
or flour, and processed foods. Demand for construction equipment 
and agricultural machinery is growing, as is the requirement for 
office equipment and comupters. However, to be competitive with 
established European firms, U.S. companies interested in supplying 
equipment should be prepared to provide technical assistance, 
training and after-purchase service guarantees. 


Bidding on the large number of internationally and/or Government 
financed projects is another option for increased involvement by 
American companies. These possibilities range from contracts for 
management and technical services to turnkey factories. Information 
on major opportunities is made available to U.S. businessmen through 
the Department of Commerce and by the U.S. Embassy in Bujumbura. 


Laqi data is derived from the Annual and/or Monthly Bulletins of 

the Banque de la Republique du Burundi, except for data on GDP which 
is from the Ministry of Plan. 1984 projections are from the 
Ministry of Plan or Embassy estimates. 





2 whe following annual average exchange rates apply for calculation 
of US dollar equivalents: 


1982 90 BuFrs $1.00 
1983 92 BuFrs $1.00 
1984 120 BuFrs $1.00 


3 Devt service ratio is derived from amortization plus interest 
paid on the exterior debt (to governments and public institutions) 


divided by export receipts. 


4 motals may not add up as not all geographic regions are included 
and the figures have been rounded off. 








